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Brief Description: Creating the Washington bioenergy loan program.

Sponsors. Representatives P. Sullivan, Holmquist, Morris, Kilmer, Green, Sells, Kenney,
McCoy, Wallace, Springer, Ormsby, Moeller, Morrell, Linville and Hudgins; by request of
Governor Gregoire.

Brief Summary of Bill

*  Establishes aBioenergy Loan Program within the Department of Community, Trade, and
Economic Development (Department).

»  Authorizesthe Director of the Department to approve loans for energy-related projects
that meet certain criteria.

»  Createsthe Bioenergy Loan Account within the state treasury.

Hearing Date: 1/17/06
Staff: KaraDurbin (786-7133).
Background:

Oil production and consumption in the U.S.

According to the Energy Information Administration (EIA), in 2002 the United States consumed
19.656 million barrels of petroleum (crude oil and petroleum products) per day, or about one-
quarter of total world oil production. More than half (62%) was imported oil. The EIA has
projected that by 2025, total petroleum consumption in the U.S. will be approximately 28.3
million barrels per day.

While consumption of petroleum in the United States is increasing, oil production has been
decreasing steadily since 1970. According to the EIA Annual Energy Outlook for 2004, U.S.
petroleum production is expected to decrease sightly from 9.2 million barrels per day in 2002 to
8.6 million barrels per day by 2025, while consumption is expected to rise from 19.6 barrels per
day in 2002 to 28.3 million per day by 2024, which represents approximately a 44% increase in
consumption.

State L oan Programs for Renewable Energy:
According to a study conducted by the National Renewable Energy Laboratory, there are at least
22 active loan programsin 19 states that provide low-cost financing for renewables. Funding for
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loan programs in these states varies. Some programs are funded by revolving loan funds, while
others are funded through annual appropriations, the sale of bonds, or air-quality noncompliance
penalty fees. More recently established programs such as those in New Y ork, Ohio, and
Wisconsin are funded by a system benefits charge. Total funding for state loan programs varies
aswell, with some programs operating with as little as $200,000 per year, while others lend up to
$200 million per year.

Summary of Bill:

A Bioenergy Loan Program is established within the Department of Community, Trade, and
Economic Development (Department).

The director of the Department only may approve aloan for a project that meets all of the
following criteria:

*  Converts farm products or wastes directly into electricity or into gaseous or liquid fuels;
»  Demonstrates technical feasibility and probable business success;

* Resultsin new jobs, job retention, or higher incomes for the citizens of the state;

»  Doesnot require continuing state support; and

* Isaccompanied by private investment.

The director is authorized to approve an application for aloan in an amount of up to $5 million.
The director must fix the terms and rates of the loans to minimize the costs to the borrower. The
interest rates for the loans must be one percent below the prime interest rate offered by private
lending institutions. A loan may be deferred, at the discretion of the director, for up to twelve
months or until the project starts to receive revenue from operations, whichever is sooner.

The director may establish policies and procedures as necessary in order to process, review, and
approve loan applications. The director must consult with those agencies having expertisein this
area, including Washington State University, the University of Washington, the Department of
Ecology, the Department of Agriculture, and the Washington State Conservation Commission.

The Washington Bioenergy Loan Account is created in the state treasury. Receipts from
appropriations made to the account, as well as loan payments of principal and interest from loans
made under this Act, must be deposited in the account. Moneys in the account can only be spent
after appropriation. Administrative costs of the Department may not exceed three percent of the
annual funds available for this program.

The director shall report to the Governor and to the Legislature on the status of the Washington
Bioenergy Loan Program by December 1, 2006; December 1, 2007; and December 1, 2009.

Financial and commercial information supplied by applicantsin their loan application to the
Bioenergy Loan Program is exempt from public disclosure.

Thisbill expires on June 30, 2016. Any moneys remaining in the Bioenergy L oan Account on
that date will revert to the State General Fund.

Appropriation: None.

Fiscal Note: Requested on 1/16/06.
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Effective Date: The bill takes effect on July 1, 2006.
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